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At a July 25 press briefing sponsored by the Bretton Woods Committee in Washington, former US
Federal Reserve Board chairperson Paul Volcker said that the congressional delay in approving the
US contribution to a World Bank capital increase might lead to weakened long-term support for the
institution and undermine the bank itself. The Committee is a private group of business and other
leaders which attempts to enhance public support for the World Bank, the International Monetary
Fund, and the regional development banks in Latin America, Asia and Africa. The organization
has also released letters urging continued US support of the Bank from former presidents Jimmy
Carter, Gerald Ford and Richard Nixon; nine former Treasury Secretaries; and, President Reagan.
Volcker's statements and the letters of support were prompted by congressional delay in approving
the US contribution to a new capital increase for the World Bank that would permit the institution
to raise its lending from $15 billion per year to $20 billion. The increase became effective in April,
when the Bank received approval of contributions from members holding 75% of its shares. (The
US was one of the members voting approval.) While the US has made a commitment to provide
18.75% of the increase, it is the only major contributor whose government has not yet presented an
actual appropriation of funds for this purpose. A group of House members is attempting to tie the
US contribution to progress in providing relief to major Third World debtor nations. Legislation
supported by Bruce Morrison, Charles Schumer and Joseph Kennedy would make payment of
US contributions conditional on evidence that debtor nations are experiencing economic growth,
receiving new capital, and that their debt positions are improving. The congresspersons describe
these conditions as a means to ensure that World Bank funds, especially "structural adjustment"
loans, are not used to merely pay interest on bank loans, thereby constituting a bail-out for the
banks. Volcker asserted that the banks are not being paid off, but are rather maintaining their
exposure while being requested to make addition loans. He argued that the World Bank legislation
in the House was being used as "leverage for a few people's idea of what a debt strategy should be."
This issue, said Volcker, calls instead for multilateral negotiations, and "should not be fought out in
a congressional subcommittee dealing with appropriations for a World Bank capital increase which
is critical for the future of that institution." Volcker said that it is critical for the House Banking
Committee act within the next two weeks to obtain authorizing legislation for the World Bank
funding approved, because of the limited time still available to Congress in the current election
year. If the US contribution is not approved this year, he said, obtaining approval may be even more
difficult next year. According to Volcker, the result of such delays would be reduced US influence
in the Bank. The congresspersons who advocate linking debt relief to the capital increase, however,
decided not to press their case during recent House banking subcommittee action on the legislation.
The bill sent to the full committee contains compromise language calling on the executive director
of the World Bank to press for assurances that future loans be accompanied by debt relief measures
from commercial banks.
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